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THE YEAR IN BRIEF

* Food Fair, which has the most striking growth record among
the top chains over the past 20 years, added another 25

stores last year, pushed up its sales volume another notch.”
—Business Week—May 7, 1955

FiscaL
1955 1954
(52 Weeks) (53 Weeks)

[ T o R R O B I A 2 $410,053,400 $348,215,041
T R) b o U Nl S AT R $7,373,401 $£5,801,106
Net Income per dollar of sales.......... 1.80%, \ 1.67%, g
Net Income per share of common stock : a\

on same number of shares............ $2.87 \ $1.84
Dividends Paid in Cash

PreferredStock..................... $299,019 $305,329

Common BEoek. <. ooy i e s $2,266,440 $1,877,722
Earnings retained in the business. . .. ... $4,807,942 $3,618,055
Eorrenb sanete L e e $46,675,723 $39,651,946
frurrent Rabilitiea. . .. . ooiou i e o $16,024,596 $14,438,039
Working capital . ..................... $30,651,127  $25,213,907
Number of supermarkets............... 216 196
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REVIEW OF OPERATIONS

Conditions in Retail Trade

H HE EBB AND FLOW of general business activity in
1954 was clearly mirrored in our nation’s retail sales.
After declining from mid-1953 through the early months
of 1954, retail sales stabilized, and then increased sub-
stantially in the closing quarter. As a result of this late
spurt, according to statistics compiled by the United

'50-'51 '51-'52 '52-'53 '83-'54 '54-'55

States Department of Commerce, sales in all domestic
retail stores last year were approximately the same as the
$170.7 billion volume of 1953.

Once again, food stores last year led the way in the
retail trade. Retail food sales for the year were a record high
$41.6 billion. This represents a gain of 2.19} over the
previous record high volume of $40.8 billion established
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1t is significant that your Company’s net income last year

increased to 1.80 cents per dollar of sales from 1.67 cents
in the preceding year.

Dividends

In the payment of dividends to stockholders, Food Fair
augmented its long series of successive increases. On
August 25, 1954, an additional share of Food Fair common
stock was distributed for each four shares then held. Reg-
ular quarterly dividends of 20 cents per share were con-
tinued on the increased number of shares. Furthermore,
regular quarterly dividends of $1.05 per share were paid
during the year on the Company’s $4.20 cumulative’ pre-
ferred stock. Total cash dividends for the year were
$2,565,459, the largest in the Company’s history and
17.59%, above the $2,183,051 total payments for the pre-
ceding year. There remained from the year’s earnings
after the payment of dividends a sum of $4,807,942
which was retained for financing further growth.

Early in the new fiscal year, on May 24, 1955, the Board
of Directors voted to increase the annual cash dividend rate
on the common stock to $1 per share, from the 80 cents
per share rate previously in effect. On that date also a 3%
stock dividend was declared. The quarterly cash dividend

of 25 cents per share was paid on July 1 to stockholders
of record at the close of business on June 10, 1955. The
stock dividend is payable on August 25, to stockholders of
record July 15, 1955.

In ordering the payment on August 25, 1954, of one addi-
tional share of common stock for each four shares held,
and in declaring the 8%, stock dividend, the Board of
Directors of your Corporation was motivated by a desire
to provide shareholders additional participation in earn-
ings of the Company and at the same time to conserve
liquid resources necessary for continued expansion.

Operating Costs

Food Fair’s considerably greater percentage increase in
net income than in sales in the latest fiscal year bears
testimony to close control exercised over operating costs.
Greater efficiency in merchandising methods, to which
continued expansion contributed, was of aid in cost control.
It is noteworthy in this connection that operating costs
last year, as in previous years, included substantial initial
expenses entailed in the opening of Food Fair supermarkets.
The full benefits of this store expansion are not immedi-
ately evident in financial statements. All operating ex-
penses in the latest fiscal year, including wages, rents, etc.
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pany floated $20 million of 20 year 3249, sinking fund
debentures, due September 1, 1974. The proceeds were
used to retire approximately $17 million of higher interest
debt and to increase cash available for our expansion

program.

Research

Firmly grounded in the facts, principles and problems of
the business, Food Fair’s Store Control and Research
Department is a staff group whose services are useful to
and often called upon by many segments of the Company.

More and more special analytical studies, occasioned by
Food Fair’s phenomenal growth, must be undertaken for
the various operating departments, in addition to the
regular research and analysis activities.

As an established and integrated staff service, research
at Food Fair is an effective management tool which is put
to use daily over a wide range of activities, including loca-
tions research, sales analyses, forecasting, evaluation of
promotional activity, distribution cost studies, expense
controls, forms control, consumer surveys, and basic Com-
pany and industry statistics.

Research at Food Fair continues to place its heaviest
emphasis on those factors which lead to improvement of
profits through fuller realization of sales potentials and
more efficient operations.

Sales Promotion—Advertising

Food Fair’s growth and expansion into new territories last
year demanded greater decentralization of sales promo-
tional and advertising duties into branch departments,

"5 46 47 ‘48  '49-'50 '50-'51 '51-'52 '52-'53 '53-'54 '54-'55

without relinquishing tight central control. This has in-
volved, necessarily, considerable enlargement of the de-
partment to handle increased duties. Also required was
closely controlled promotional emphasis on a branch or
single store level. Greater strides were taken in formulating
a more comprehensive radio and television program, in-
volving utilization of merchandising agreements with
various stations, and by our own sponsorship of the “TV
Marko” program in the eastern Pennsylvania area. Our
increased outdoor advertising program took on a “new
look,” with spectacular one-product illustrations to por-
tray the quality and taste appeal of Food Fair merchandise.

CASH
DIVIDENDS

0]
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Continued Growth

As the continuing uptrend of sales and earnings manifests,
the fiscal year ended April 30, 1955, marked considerable
further growth in the number of Food Fair supermarkets.
Twenty large modern markets were opened last year, an
individual unit was purchased, a chain comprising four
supermarkets was acquired, five older Food Fair markets
were closed. These steps involved a net increase of 20
store units for the year. There were 216 in operation on
April 80, 1955. Also, many existing units were remodeled.

In December, 1954, the 24,000 square foot Toms River,
N. J., supermarket was purchased outright, following
which necessary alterations were completed to make the
market conform to Food Fair’s standards.

The acquisition of a small chain in January, 1955,
marked Food Fair’s entrance into New England. The step
involved the purchase of Budget Markets, Inc., operator of
four self-service markets in Stamford, Norwalk and West-
port, Connecticut. Additional locations are being added to
this New England unit.

Expansion of the Food Fair chain of supermarkets
requires concurrent enlargement of other facilities. The
Food Fair fleet of trucks was substantially increased last
year, and warehouse facilities were further expanded.
Almost 20,000 square feet of office space are being added to

the executive office building in Philadelphia. A new dis-
tribution center and office building containing more than
400,000 square feet of space will be completed in Miami,
Florida, later this year. To the Baltimore warehouse,
36,000 square feet are being added. In Linden, N. J., a
freezer warehouse of 12,000 square feet is being built.

Each new store adds to the work load of the account-
ing department. For better, speedier, and more efficient
controls, electronic equipment is rapidly becoming avail-
able for data processing. Automation is constantly being
studied to make it possible to serve stores faster and better,
and to cut costs and control expenses.

Record Expansion Projected

The pace of Food Fair’s growth is accelerating rather than
decelerating. It took twenty-eight years to build the
Company from its original single small market in 1920 to
an operation of over 100 large modern supermarkets. Yet,
103 markets have been added during the past five years
alone, bringing the total from 113 units on April 29, 1950,
to 216 units on April 30, 1955. What is more, our present
expansion sights are set at the addition of approximately
100 supermarkets from January 1, 1955, to April 30, 1957.
This expansion program will involve a capital expendi-
ture in excess of £50,000,000.
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in a program developed by the National Association of
Food Chains. Winning managers were feted by leading
civic officials at in-store ceremonies widely publicized in
newspapers and on radio and television.

Another chain-wide program from which outstanding
results were derived was a ‘“‘nutrition-education” project
conducted by Food Fair with homemaking teachers and
their classes. In this, homemaking instructors were invited
to bring their students on field trips through Food Fair
supermarkets where many helpful hints on food purchasing
were given. Additionally, they toured the offices and ware-
houses.

Continued emphasis throughout the year was placed on
development of programs of community relations in new
areas, through previews in stores, and tours through
markets, followed by luncheons at which Company
officials spoke informally. Through these means, the Food
Fair story was told to thousands of influential civic leaders.
In addition, the flow of information on Company activities
to all mass communications media was increased.

As a public service, your Company printed a booklet
on social behavior for teen-agers, which has been dis-
tributed through PTA organizations in all Philadelphia
junior and senior high schools. Requests for these booklets,
“We Can Agree”, have been received from educators in all
parts of the country. Thus far, 250,000 copies have been
printed and distributed.

Annual Meeting

The annual meeting affords shareholders of Food Fair
Stores, Inc. an opportunity to meet in person and

n

45 '46 '47 48 '49-'50 '50-'51 '51-'52 '52-'53 '53-'54 '54-'55

discuss with officers and directors the Company’s affairs.
The next meeting is scheduled for Tuesday, August 23,
1955, at 11:00 a.m., Eastern Daylight Saving Time, at the
Corporation’s offices, 2223 East Allegheny Avenue, Phila-
delphia, Pennsylvania. A notice of the meeting is enclosed
herewith, together with a proxy form and accompanying
explanatory material. Your management trusts that all
shareholders who can conveniently do so will attend the
meeting in person. We urge those who cannot be present to
date, sign, and return promptly the proxy. A summary of the
proceedings of the meeting will be forwarded for the
benefit of those who cannot attend in person.

NET
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CONSOLIDATED STATEMENT OF m—z>zo—>—|

CURRENT ASSETS

LESS: CURRENT
LIABILITIES

WORKING CAPITAL

OTHER ASSETS

DEDUCT

NET ASSETS

DERIVED FROM
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T SR T TR CONMIVII . SR i et L S M i SR R
Aecouremerervable 8. L e L L st ap e s eI e e b L ol
Inventories of merchandise and supplies, at lower of cost or market. . ........
Ereniid InRranee, ranit B SR L e et e e ke

Noteahavihle. .o ark S e b ile  ohos Eo R erbinun il donebi i L
Acconrisipavabler 5 - 8 ol e s L e e e L el s s
Accrued salaries and expenses. . . ....................0 el (LR e R,
Debenture sinking fund installments payable (Note 1)......................
Federal and State income taxes payable, less United States Treasury Notes—

TORSIRR S8R 508 1058 BEBIBBIR 1 v i e e s e e e e

Inventrgenkie ol cambi s 0 s e i SR e el e e e
b R R e e I e e
Buildings and improvements, at cost, less allowance for depreciation—1955,
SN AN 512 TOBE SE BRI T O e L
‘ixtures and equipment, at cost, less allowance for depreciation—1955,
B 00020 TOSE, QA BTRAAB ... .. . v Sl b ach omb e st e wara
Miseellgtieotin/otheraaaetas 1L o0 . on b il e s i sl e S

Notes paysble: due afler ONe FORT. ..o o 2r e v s s S8 o ebiede b ealnbalaly s oiadis
Mortgages payable, due afterone year.................... .o,
Fifteen year sinking fund debentures, 839, —due January 1, 1965 (Note 1). .. ..
Twenty year sinking fund debentures, 834% —due September 1, 1974 (Note 2)
Twenty year sinking fund debentures, 49;,—due February 1, 1973............
Amounts received on subscriptions to shares of common stock pursuant to Em-

ployees’ Stock Purchase Plan—1955, 80,199 shares; 1954, 64,653 shares. . . . .

Capital stock:
FrefemedliCate A A e e L e R ) e e B
AIneTn RO Y ol L e L N o s D R S s U T T
Surplus:
T Y T e P Sl e L R
Earned sarplng ENOEE B L e o soareiats sl St s)aeosid vin s s e e suaitels

CONDITION

April 80, 1955

$21,548,871
2,649,165
21,843,781
633,906

$46,675,723

$ 6,713,120
4,356,376
78,000

4,877,100
$16,024,596
$30,651,127

1,337,432
6,840,820

17,578,122

14,141,143
1,570,302
$72,118,946
$ 5,603,820 -
6,950,000 -
20,000,000 —

460,472
$33,014,301
$39,104,645

$ 7,039,500
2,986,931

12,240,014
16,838,200

$39,104,645

May 1, 1954

$15,967,435
1,501,591
21,547,247
635,673
$39,651,946
$ 600,000
5,133,330
3,915,122
142,000

4,647,587
$14,438,039
$25,213,907

667,752
6,772,251

18,177,229

12,250,333
1,206,736
$64,288,208
$ 3,900,000
6,513,626
7,250,000

12,500,000

271,080
$30,434,706
$33,853,502

$ 7,119,500
2,377,829

11,728,814
12,627,359

$33,853,502
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LAVENTHOL,KREKSTEIN & Co.
Gertified Public flccountants

MEW TOR® IS28 WALNUT STREET

PHILADELPHIA 2,PA

FHILADELEHIA
HARRISBURG
WILKES-BARRE
LEwISTOWN

Officers and Directors

Food Fair Stores, Inc..

We have examined the consolidated statement of
financial condition of Food Fair Stores, Inc. and its
wholly-owned subsidiary companies at April 30, 1955, and
the consolidated statements of earnings and surplus for
the year (52 weeks) then ended. Our examination was made
in accordance with generally accepted auditing standards,
and accordingly included such tests of the accounting re-
cords, and such other auditing procedures as we consider-
ed necessary in the circumstances.

In our opinion, the accompanying consolidated
statement of financial condition, and related consolidat-
ed statements of earnings and surplus present fairly the
consolidated position of the companies at April 30, 1955,
and the consolidated results of their operations for the
year (52 weeks) then ended, in conformity with generally
accepted accounting principles applied on a consistent

LAVENTHOL, KREKSTEIN & CO.

Philadelphia, Pa.
June 29, 1955
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NOTES TO FINANCIAL STATEMENTS

The following notes are applicable to the Financial Statements as at
April 80, 1955. Reference is made to previously issued report for the
notes applicable to the statements as at May 1, 1954,

NOTE 1—These debentures are subject to repayment through sinking
fund operations on each interest payment date in the following prin-
cipal amounts: to and including July 1, 1956, $150,000; thereafter, to
and including July 1, 1960, $225,000; thereafter, to and including
July 1, 1964, $300,000.

NOTE 2—These debentures are subject to repayment through sinking
fund operations beginning September 1, 1958, and on each interest
payment date thereafter in the following principal amounts: to and
including March 1,1963, $300,000; thereafter, to and including March 1,
1969, $400,000; thereafter, to and including March 1, 1974, $500,000.

NOTE 3—The indentures covering the issuance of the debentures
described in Notes 1 and 2 above contain restrictions as to the payment
of cash dividends and the redemption of shares of stock of the Corpora-
tion. The maximum amount of earned surplus so restricted at April 30,
1955, was $10,602,445.

NOTE 4—Preferred Stock is $4.20 cumulative, $15 par value; 142,615
shares are authorized, of which 77,615 shares were issued and 70,395
are outstanding. The Corporation is obligated to set aside $120,000
semi-annually as a sinking fund for the redemption. of the preferred
stock which may be called for this purpose at $100 per share, plus
accrued dividends. In addition the Corporation may, at its option,
call for redemption all or any part of the preferred stock at a maximum
price of $102 per share plus accrued dividends. Holders of this stock are
entitled to preference of $100 per share in involuntary liquidation.

Under terms of the issuance of the preferred stock, earned surplus
of $44,541 is restricted at April 30, 1955, as to the payment of cash
dividends on common stock.

NOTE 5—Common Stock is $1 par value; 5,000,000 shares are author-
ized, of which 2,986,930 70/100 shares (including scrip certificates) are
issued and outstanding.

At April 30, 1955, 80,199 shares of common stock were reserved for
issuance pursuant to Employees’ Stock Purchase Plan.

On May 24, 1955, the Board of Directors declared a common stock
dividend of 89, payable in common stock on August 25, 1955, to stock-
holders of record on July 15, 1955. Pursuant thereto, there have been
reserved for issuance 89,607 90/100 shares (including scrip certificates)
of common stock. For each share so issued, there will be transferred
from earned surplus to capital stock common the sum of $1 and to
capital surplus, the sum of $54. This will result in a charge of $4,928,-
484.50 to earned surplus and credits of $89,607.90 and $4,838,826.60
to capital stock common and capital surplus, respectively.
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TEN-YEAR STATISTICAL SUMMARY

DIVIDENDS RETAINED Cassers LIABILITIES CRPITAL ASSETS WORTH
$2,565,459 $4,807,942 $46,675,723 $16,024,596 $30,651,127 $88,143,542 $39,104,645
2,183,051 3,618,055 39,651,946 14,438,039 25,218,907 78,726,247 33,853,502
2,117,781 2,418,187 87,518,200 12,226,354 25,291,846 67,993,826 30,612,678
2,076,823 1,808,457 27,002,320 12,725,919 14,276,401 53,376,631 28,408,965
1,779,490 2,930,399 24,560,940 7,350,676 17,210,264 43,889,595 26,701,983
1,214,214 2,808,564 19,376,166 4,310,351 15,065,815 51,394,570 17,756,622
807,233 1,978,060 15,588,968 5,017,396 10,571,572 24,240,303 13,879,221
770,181 2,116,876 16,714,955 4,143,192 12,571,763 24,552,310 11,972,228
666,309 8,148,841 13,372,303 5,281,634 8,090,669 18,563,068 10,106,847
458,379 467,131 9,478,223 2,421,252 7,056,971 12,418,127 6,661,509

17
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NEW JERSEY
52 STORES

Atlantic City (2) Morristown

Belleville Neptune Cicy

Bridgeton New Brunswick

Camden New Milford

Clifton (2) Newark (4)

Collingswood North Bergen

East Orange Nutley

Elizabeth (4) Passaic

Englewood Paterson

Ewing Township Perth Amboy

Fair Lawn Plainfield

Fort Lee Point Pleasant

Hackensack Ridgewood

> Haddon Township Roselle

i AEDs . mwmy 5w Hamilton Township Teaneck
gt St Highland Park Toms River
N e W eW I Irvington (2) Trenton (3)
Jersey City (8) Vineland

Lodi West New York

Montelair

MARYLAND

DELAWARE

CONNECTICUT

4 STORES 5 STORES 24 STORES
Stamford (2) Westport Claymont New Castle Baltimore (16) Glen Burnie
Norwalk Wilmington (2) Wilmington Manor Brooklyn Park Loch Raven
Catonsville Pikesville
College Park Woodmoor
Dundalk
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Artist’s rendering of a section
of typical shopping center in which
Food Fair Stores, Inc. is represented.
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